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EDITORIAL DEPARTMENT NOTE 


In everyday business conversation we are in the habit of referring 
to the budget or to “our company’s budget” as though this budget were 
a single complete unit. As a matter of fact a “budget,” as the term is 
ordinarily used, is more often than not a combination of units with 
separate budgets for sales, production, selling and administrative ex- 
penses, financial expenses, cash, balance sheet items, and for such 
sub-divisions of these major items as appear necessary. Prior Sin- 
clair in his recent book has listed and described fifteen major budgets. 
Thus the term “budget” can be used to refer either to a master budget 
on which are brought together and related the figures obtained in the 
various supporting budgets; to the supporting budgets themselves, or 
to supplementary budgets of various sorts. 

One budget which supplements the master budget rather than sup- 
ports it is the cash or financial budget. This budget relates to cash 
receipts and disbursements and supports the master budget, if 
at all, by indicating the necessity, date, extent and duration of loans, 
thus supplying the interest expense figure for the master budget. 
Primarily, however, it supplements the master budget, which shows 
incomes and expenses on an accrual rather than a cash basis. To 
properly correlate cash aa and expenses and anticipate the need 
for borrowed funds, a cash budget is a necessity. 

We are presenting in this Bulletin an article on the financial budget 
which was prepared originally as one of a series of papers on budgets 
for delivery before the Cost Forum of the Boston Chapter. On the 
occasion of its delivery before this Cost Forum the discussion period 
which followed gave rise to so much additional information of value 
that — question and answers are included here along with the original 
article. 

The author of this article is Harold S. Wonson, Controller of the 
Commonwealth Shoe and Leather Co. Born in Gloucester, Mass., 
he attended Massachusetts Institute of Technology, graduated in 1907 
and spent the next three years there on the teaching staff in the 
Department of Naval Architecture. In 1910 Mr. Wonson entered 
the shoe industry by joining the cost department of the W. H. Mc- 
Elwain Co., where he later became Assistant General Superintendent. 
At the outbreak of the war, as a result of his membership in the 
Mass. National Guards, he was sent to Washington to assist in the 
organization of purchasing under Julius Rosenwald’s Committee on 
Supplies. He later served as Assistant to the Quartermaster General 
and as Divisional Quartermaster of the 19th Division, with the rank 
of Lieutenant Colonel. Following the war, Mr. Wonson returned 
to the W. H. McElwain Co. as Manager of the Sole Leather Division, 
which position he held for eleven years until his company was merged 
with the International Shoe Co. He continued with the latter com- 
pany until 1930 when he took over his present duties. Mr. Wonson 
is an associate director of our Boston pter. 
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A FINANCIAL BUDGET FOR A SHOE MANUFACTUR- 
ING COMPANY 


By Harold S. Wonson, Controller, 
Commonwealth Shoe and Leather Co., Whitman, Mass. 


No of the recent developments in business practice have 

done, or can do more to put a particular business concern on 
a sound and profitable bases than the preparation and carrying out 
of various budgets. The work that you and your associates do 
in the preparation of the sales budget will frequently open up 
unrealized sales possibilities. The work done in the preparation 
of a production budget often leads to the reduction of floor space 
required and the elimination of unnecessary machines. The work 
done in the preparation of an expense budget almost always throws 
a spot-light on glaring inefficiencies in operation. Even if the 
budgets on which you have spent so many hours of work are never 
used, the work in preparing them will bring to light so many 
things that need correction that your hours of labor are amply 
justified. 

Almost all companies have some sort of a sales budget, even 
though they may not call it a budget and the budget figures may 
be in the minds of the executives rather than on paper. Many com- 
panies prepare and use effectively production and expense budgets 
but far too few carry budgeting to its logical conclusion and pre- 
pare a financial budget. The omission of a financial budget may 
be likened to leaving a baseball game in the last half of the ninth 
inning with two men out, the bases full, the score tied, and Babe 
Ruth coming to bat. 


Objectives of the Financial Budget 

The financial budget is inextricably tied in to all of the other 
budgets. It is the last step, the writing of the answer to the 
problem you are attempting to solve. Without it, you may be on 
your way, but you don’t know where you are going and you may 
be headed for unexpected and unpleasant red ink figures. We 
want our financial budget to answer two principal questions— 
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1. Will the successful carrying out of our plans produce a 
reasonable profit at the end of the period for which we have 
budgeted ? 

2. Will the successful carrying out of our plans necessitate 
borrowing and if so, when and how much must we borrow 
and when can we repay what we have borrowed? 


It is a comforting thing when your gain and loss reports for 
the month of January show red figures to know that your financial 
budget predicted red figures for January but that it also pre- 
dicted gains in the following months which should leave you well 
on the right side of the ledger at the end of June. 


Budget Period 


We budget for a six months’ period only, as it is impossible 
for us to estimate with any degree of certainty, our sales or the 
breakdown of our sales for a longer period. Our budgets for the 
period January to June inclusive of each year are prepared in 
November and we are assisted in that preparation by the fact that 
we hold a semi-annual conference with all of our salesmen at our 
home office in late October or early November. Most of the 
preparatory work is done before the salesmen arrive. Our ex- 
ecutives have poured over Standard Statistics, Roger Babson, 
Colonel Ayres and have studied our own statistical reports which 
have been compiled from the reports of various governmental de- 
partments and from trade statistics reports of all types. 


Sales Forecasting 


By the time the salesmen have arrived, we have reached a con- 
clusion as to the probable course of business during the six months 
in question and have agreed upon the probable prices for ma- 
terials which will hold for the period. Our cost catalogs for all 
of the different materials used with the allowances for the various 
types and grades of shoes have been drawn up. Our labor cost 
catalogs containing some 28,000 piece prices have been prepared. 
Tentative expense and production budgets have been made and 
preliminary cost figures have been worked up on all of the shoes in 
all of the different grades which we expect to sell during the next 
six months’ period. Selling prices have been established on the 
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various lines of shoes. We have found that our preliminary fig- 
ures are usually reasonably close to the figures which are finally 
worked up and we try in our preliminary figures to allow a suffi- 
cient margin of profit to take care of any fluctuation in the final 
figures. 

Our advertising budget has been prepared and tentatively ap- 
proved. Finished samples of all of the advertising material we 
propose to use are ready for display to and discussion with the 
salesmen. A full line of samples, one shoe on every style and 
type for each salesman, have been made and are spread in the 
sample room. A complete analysis of the sales of each salesman 
for the past four seasons has been made ready telling each sales- 
man exactly what he has sold by grades of shoes to every customer 
in each month of the period covered by the analysis. The sales 
manager has made a careful study of these records and is pre- 
pared to discuss with each salesman his plans for the coming sea- 
son with special emphasis on those cities and towns in which we 
do not seem to be getting our proper proportion of sales or in 
which we have no accounts whatever. 

Before sitting down with the sales manager, each salesman has 
gone over his own record book and has made up a preliminary 
estimate of his sales by months and by grades of shoes for the 
six months’ period under consideration. These estimates are 
usually modified somewhat after the salesmen’s conference with 
the sales manager. 

After the conference has adjourned, independent estimates of 
the sales of each grade of shoe by months are drawn up by the 
president of the company, the sales manager and by the mer- 
chandise manager. These estimates are analyzed by the con- 
troller and then at a conference attended by the four men, a final 
estimate of orders and of shipments is drawn up. 


The Sales Budget 


Following this article will be found a series of fourteen work 
sheets or budget sheets, illustrating how the various steps in bud- 
get making can be made to lead up to the final financial budget. 

Sheet 1 of this series is the last and most important sheet of 
the sales budget—the Expected Shipments to Customers by grades 
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and by months. On this sheet the heading “Makeup Shipments” 
refers to shoes which are made up exactly in accordance with the 
customers own specifications. “Stock Shipments” refers to ship- 
ments of shoes which we have made up in accordance with our 
own ideas of the proper style and design and hold in the stock 
department in anticipation of orders from any of our customers 
for immediate shipment. Makeup styles are usually based on 
stock styles which are carried in our catalog but must differ from the 
stock style in some way, as we will not make up on contract, shoes 
which we carry in stock. Makeup shoes usually differ from stock 
shoes in the type of last used, shade of upper leather, weight of 
the sole, height of the heel or some other comparatively small 
change from the standard stock styles. 


The Production Budget 


Two factors control the number of pairs of shoes the factory 
must deliver each month to the “in stock” department: first, the 
number of pairs of shoes we expect to ship from the stock depart- 
ment to customers, and secondly, the increase or decrease which 
must be made in this figure to adjust the stock on hanti to the 
proper figure for the first of the following month. 

Stock shoes are not built to the customer’s specifications but 
are designed and constructed according to our idea of the styles 
and types which will be most in demand. In order to handle the 
customers’ orders for immediate delivery, we must have on hand 
on the first of each month, a basic stock which we have learned 
from experience should amount to one and one-half times the 
number of pairs we expect to sell during that month. 

Shoe business is highly seasonal as the retailers call for a sub- 
stantial part of their spring and summer shoes in the months of 
March and April and of their fall and winter shoes in the months 
of August and September. When we are approaching a month 
of heavy demand, we must therefore increase our basic stock as 
well as deliver sufficient shoes to cover the expected sales of the 
current month. When we are approaching a month of low de- 
mand, we decrease our basic stock by delivering to the stock de- 
partment a smaller number of shoes than are required to fill the 
customers’ orders during that month. Sheet 2 which is one of 
the work sheets in the production budget shows our method of 
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arriving at the deliveries which must be made by the factory to 
the stock department on each grade during each month. On this 
and on the other work sheets, italics are used to indicate 
negative or red figures. 

We have little or no control over the production of makeup 
shoes. Customers using makeup shoes usually place their orders 
when they get good and ready and want them at once. They usu- 
ally delay placing their orders until the last possible minute, this 
being particularly true when we are approaching the sport shoe 
season as the customers wish to have the latest information on 
the styles most in demand before placing their order. As the 
peak demand for stock shoes coincides with the peak demand for 
makeup deliveries, production by the factory exactly in accordance 
with the requirements for delivery would impose a productive bur- 
den on the factory which it could not meet without expanding its 
floor space and equipment materially. 

Fortunately, we can control the production of stock shoes and 
Sheet 3 shows our method of computing the quantity of stock 
shoes we must make in advance of the requirements for shipment 
in order to use our productive capacity to the best advantage. As 
November, December and January are months of comparatively 
low requirements for shipments, we start to build up a surplus 
usually of staple shoes during these months to offset the short- 
age which is sure to develop in February and in March. Sheet 
4 gives the same computation for factory “B” that is given for 
factory “A” on Sheet 3. 

Sheet 5 is a continuation of Sheets 3 and 4 and combines the 
makeup and required stock production in one figure for each 
grade for each month. 


Various Expense Budgets 

The final sheet of the manufacturing expense budget is Sheet 
6. Each item with the exception of fuel is 1/6 of the figure de- 
termined for the six months’ budget figure. In the case of fuel, 
the seasonal demand for fuel for heating purposes makes it neces- 
sary to draw up a separate budget figure for each month. This 
sheet is used in the preparation of the budget allowance for the 
actual production in any given month. The per cent that the actual 
production for a given month bears to the production in the 
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normal budget is applied to diagramatic charts which show the 
percentage variations of each budget item from the normal for a 
given percentage of production variation from normal. 

In the case of fuel, the variable item represents fuel used for 
the production of steam for manufacturing purposes, fuel used 
for the production of steam for heating purposes being considered a 
fixed item for each particular month. 

Sheet 7 is the final sheet of the selling and administrative ex- 
pense budget. While most of the items are marked as fixed, in 
actual practice they usually show considerable variations and so 
far, we have been unable to work out anything approaching a defi- 
nite relationship between either production or sales and the varia- 
tions of the most of the items included in this budget. Items 
such as travel executive, telephone and telegraph, collection costs 
and entertainment, show a tendency to rise rather than to fall 
with declining sales. 

The advertising expense budget, unlike those for manufacturing, 
selling and administrative is given for the entire six months’ period. 
This budget is in no way effected by fluctuations in sales or pro- 
duction and as most of the items are subjects of contracts made 
before the beginning of the season, it is for all practical purposes 
a completely fixed budget. We try to plan our payments for 
advertising so that the advertising costs will be spread as evenly 
as possible over the entire six months’ period, although this is not 
wholly possible. The advertising expense budget is shown as 
Sheet 8. 


The Cost Figuring Sheet 


Sheet 9 is a sample of the standard cost figuring sheet. One 
of these sheets is prepared for every style, type and grade of shoe 
which we make, either stock or makeup. Prices for the various 
items are taken from the standard cost catalog for materials. 
Items like the parts of the upper or linings which are cut special 
for each type of shoe are computed by applying the Krippendorf 
allowances for that particular style and grade of shoe to the stand- 
ard price for the particular type and grade of leather as given in 
the cost catalog. 

The labor cost for each individual shoe is computed from the 
standard labor piece price and day work catalog on supplementary 
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sheets and entered on the cost figuring sheet as a total labor figure 
for each of the factory departments. The manufacturing constant 
item on the cost sheets is a constant per pair figure used for all 
shoes made in the particular factory and consists of the manu- 
facturing expense allowance; lasts, dies and patterns, royalty, 
cases and cartons, and findings general. 

The item “Findings-General” is made up of about 150 separate 
items consisting of such things as waxes, pastes, cements, polishes, 
stains, blackings, and so forth. 

The items “Selling-Constant” on the cost sheet is a constant 
percentage of the selling price of all shoes sold and is made up 
of the percentages for selling expense, advertising expense, re- 
turns and allowances to the customers, bad debts, loss on the sale 
of samples and so forth. 


The Financial Budget 

Sheet 10 is a work sheet in the financial budget plan and shows 
the method of computing the various per pair allowances or per- 
centages for the various expense items. References have been 
made to sheet and table numbers on which the original figures 
appear which have been used in these computations. Table 1 
at the bottom of the sheet is based on an analysis of the cost sheets 
of all the various types and styles of shoes we expect to make 
during the season. Manufacturing and selling constants as given 
on the cost sheet have been broken down and items such as royalty, 
findings general, and so forth, have been included with materials 
and labor in one figure. 

Sheet 11 is a work sheet in the financial budget and shows the 
methods of computing the monthly costs with reference to the 
sheet and table numbers in which the original figures which are 
used in these computations appear. 

Sheet 12 is another work sheet in the financial budget and 
shows the methods of computing the monthly dollar sales and 
credits for the various expense items with references to the sheets 
and table numbers in which the original figures which are used 
in these computations appear. 


Computing Probable Cash Position 


Sheet 13 is one of the final sheets in the financial budget. It 
shows our method of computing our probable cash positions at 
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the end of each month during the budget period. We have found 
from an analysis of our collection records that we can expect to 
collect in dollars each month a certain percentage of the dollar sales 
of the preceding month. For that reason, the dollar sales for the 
month of December which do not’appear elsewhere in these records 
have been included in the table at the head of the sheet. The per- 
centage of collections in January are usually good as a result of 
the Christmas trade in the preceding month. 

The percentage of collections is low in March and April as 
the retailers are building up their stocks of shoes in anticipation 
of the Easter and vacation trade, but their retail sales are com- 
paratively small. The percentage of collections in June is always 
good as a result of heavy sales by the retailers of sport shoes 
which begins soon after Easter and lasts until the vacation season 
is well under way. 

Under expected disbursements, references are made to the sheet 
and table number on which the various disbursements have been 
computed. This sheet is used primarily to determine the time 
when it will probably be necessary to borrow money and also when 
we may expect to be able to pay off those borrowings. 

It is almost always necessary to borrow in January or February 
as production is high and sales are comparatively small. Sales 
run well ahead of production in March and April but collections 
are usually comparatively low so that we cannot plan on paying 
off our loans during these months. 

May and June usually brings comparatively low production with 
resulting decreases in production expenditures, while improved 
collections usually makes it possible to plan on paying loans during 
these months. 


Estimating Gain and Loss 


Sheet 14 is the final sheet in the financial budget. On Sheet 
14 the figured profit on the sales is computed from table 4 on 
Sheet 1 and table 1 on Sheet ro. 

Gains on materials are due to our holding at inventory during 
a period of rising prices certain materials which were inventoried 
at cost price, a price which is lower than the standard price we 
have determined upon for the budget period. As these low cost 
materials are used up, the gains are eliminated. 
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The gains and losses on labor are chargeable to day work. 
While the percentage of day work in our direct labor is com- 
paratively small, we have found it unnecessary to increase the day 
work force unless production goes well above normal and on the 
other hand, we find it extremely difficult to reduce the day work 
force unless the production goes well below normal. 

Gains and losses on the royalty account are due to the presence 
of a certain number of rented machines. Here again we can get 
by with the number of machines on hand unless production in- 
creases abnormally but we cannot very well ship machines back 
to the manufacturers whenever the production drops for a month 
or two. 

Gains or losses on manufacturing expense are computed from 
table 2 on Sheet 11 and table 2 on Sheet 12. 

As is customary, our shoes are costed on the standard cost of 
materials with no consideration given to discounts. Discounts 
taken go into a reserve for purchase discounts and are transferred 
from this reserve to profits as the shoes are sold. 

Gains or losses on selling and administrative and advertising ex- 
pense are taken from tables 3 and 4 on Sheet 11 and table 3 on 
Sheet 12. 

Gains from the Reserve for Inventory Markup occur only in a 
period of rising prices and are based on the increase in value of 
finished shoes in the stock department which were carried during 
the preceding period on an old and lower standard materials cost 
basis. These shoes are refigured on the higher standard cost basis 
at the beginning of the budget period but the profits from the 
markup are not taken until the shoes are actually sold. 


DISCUSSION PERIOD 


Question: In the Manufacturing expenses, of course, you have 
non-capital items such as taxes and insurance which are paid once 
a year. How do you eliminate them? 

Answer: We do not eliminate them. Reserves are accumulated 
against the date of actual payment and our cash position is there- 
fore, not exactly stated except in those months in which the tax 
bills and so forth must be paid, but the inclusion of these reserves 
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in our expenses as though they were actual expenditures give us 
a small factor of safety in judging our cash position. 

I have set up the expense budget in the sheets which have been 
included with this paper with depreciation on capital assets in- 
cluded as expenses, but actually our company which is extremely 
conservative does not capitalize the purchase of machinery and 
other equipment, but includes the cost and installation charges 
of every article of machinery and equipment purchased as an ex- 
pense in the month in which the purchase is made. It seemed 
wise to me to set up on a depreciation basis as most concerns do 
capitalize and depreciate all capital items. 


Q.: What per cent of the equipment in the shoe industry is 
owned and what per cent leased? 


A.: 75% or 80% is leased. The fact that shoe companies can 
lease most of their machinery from the United Shoe Machinery 
Corporation takes care of the problem of depreciation to a great 
extent. 


Q.: What is the length of time required to process a shoe 
through the plant? 


A. On shoes to be made up on the customer’s order we ordi- 
narily allow four weeks from the time the order is received from 
the customer to the date on which the shoes can be shipped. In 
cases of emergency, we can decrease that time. The actual time 
required for the manufacture of a pair of shoes of medium or low 
grade is about 10 days. Better grades of shoes require from 13 
to 14 days. 


Q.: What is your method of evaluation for the number of 
items you have to carry on your inventory of finished goods? 


A.: Finished goods are taken into our inventory at what we 
call the factory cost. Factory costs are the sum of the materials, 
labor, manufacturing expense charges and such items as general 
findings, royalty, cases and cartons, and so forth. The factory 
cost of each style is based on the standard costs of the materials, 
labor and overhead which goes into that particular shoe. 
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.: Do you make any attempt to budget a balance sheet? 
y y 


A.: No. Our budget system has been one of slow growth 
over a period of years and as yet is not as complete as we would 
like to have it. 


Q.: Does the overhead allowance that you use for inventory 
purposes make allowances for taxes and depreciation? 


A.: Yes. These items are included in our manufacturing 
expense budget and the per pair cost of our manufacturing ex- 
pense is included in the factory cost which is used as the basis of 
our inventory. While we do not capitalize our purchase of ma- 
chinery and equipment and therefore, do not actually use depre- 
ciation figures in our expense budgets, we did include in our 
budgets an allowance for machinery and equipment which we may 
reasonably expect to purchase during the period for which we are 
budgeting. 

We plan to handle such items as typewriters, ediphones and 
other office equipment on a standard or retirement plan, allowing 
approximately five years as the effective life for typewriters, and 
eight years for ediphones, and so forth. 


Q.: On the Cost Figuring Sheet, would I be correct in assum- 
ing that the various items listed there include allowance for waste? 


A.: Yes. Take for example the first item, upper stock. Our 
standard catalog allowance for a foot of upper stock is, let us 
assume, 32¢ a foot. This is figured into a particular shoe by ap- 
plying the Krippendorf allowance to the per foot cost of the 
leather. The Krippendorf allowance is the number of feet of 
leather required for the particular shoe including the necessary 


wastage. 


Q.: At inventory time, do you not have an inventory of goods 
in process? 

A.: We take no inventory of goods in process. We run our 
goods out and take an inventory in each department of material 
and supplies, after all of the old run shoes have left the depart- 
ment. This means that our inventory does not actually represent 
the condition of the factory at any definite date as the inventory 
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period begins about 10 days before the date of the final closing of 
the books. 


Q.: Do you break the manufacturing expenses down for con- 
trol purposes ? 

A.: We have not done this so far, but we expect eventually 
to do so, It is quite a job to educate the people in the factory to 
the appreciation of a budget and its working. 


Q.: How close do you come out in the relation of your book 
inventory and the actual inventory? 


A.: Our inventories amount to approximately $1,000,000 at 
the end of each year. The greatest variation we have had is about 
$5,000. When I was in charge of the sole leather division of 
the International Shoe, using an accounting system similar to our 
present system, with an inventory of well over $2,000,000 the 
greatest variation we ever had was $12,000. 


Q.: What provision do you make for revision within the six 
months’ period? 

A.: We make no provision for a revision of the budget during 
the six months’ period and in the last four years have not found 
it necessary to consider doing so. There have been times within 
the last six months when variations in labor costs have given us 
some bad moments. 


Q.: Is it possible to step into a concern ‘and install a budget 
system and put it into actual use within a two year period? 


A.: That will depend somewhat on the background of the con- 
cern. Reliable statistics of the sales during previous periods is 
the most necessary item in getting your budget established and 
many concerns do not have such information in sufficient detail 
to ve of real value. It also takes time to gain the intelligent co- 
operation of executives and others whose intelligent cooperation 
is absolutely necessary if your budget is to be successful. We have 
been working on a budget plan for approximately four years and 
this has been a period of gradual development with much remain- 
ing to be done to perfect the system. 


1098 


| 


June 1, 1935 N. A. C. A. Bulletin 


Q.: What is your inventory turnover? 


A.: We ordinarily have about four weeks’ supply of materials 
on hand. When it is obvious that the market is advancing, we 
may make commitments for future delivery for a somewhat longer 
period, but our company and also the International Shoe Co., are 
strongly of the opinion that speculation in their raw materials is 
unsound and that companies which have followed the plan of pur- 
chasing their requirements for long periods in advance have never 
profited by so doing. 


Q.: Would you be more prone to buy ahead on materials for 
chain stores than on your own stock? 


A.: We sometimes do so. If chain stores will guarantee to pur- 
chase from us a certain number of thousands of pairs of shoes we 
may make forward commitments based on those guaranteed orders. 


Q.: Do your selling prices hold good for one year? 


A.: Not necessarily. When our selling prices are established, 
we hope that we shall be able to hold them for a six months’ period, 
but unexpected advances in the costs of labor or materials may 
make a revision in our selling prices necessary. Our standard 
costs are never changed during a budget period in spite of market 
fluctuations, but variation gains or losses may make reductions 
or increases in selling prices necessary or advisable. 
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Sheet 1 


SALES BUDGET 


Expected Shipments to Customers—Jan.-June, 1935 


Makeup Shipments—Pairs 


Table 1 Jan. Feb. Mar. Apr. May June Total 
Factory “A” 
Geade A.....0% 2,900 4,100 5,900 5,100 4,100 3,300 25,400 
3 ee 4,600 6,600 7.700 7,600 6,600 5,000 38,100 
7,500 10,700 13,600 12,700 10,700 8,300 63,500 
Table 2 
Factory “B” 
7,800 10,500 14,900 13,000 10,500 8,500 65,200 
5,200 7,000 9,900 8700 7,000 5,700 43,500 
oe 13,000 17,500 24,800 21,700 17,500 14,200 108,700 
Stock Shipments—Pairs 
Table 3 
Geade A......- 5,600 7,500 11,000 9,300 7,500 6,100 47,000 
| ae 500 11,300 16,100 14,100 11,300 9,200 70,500 
4 eee 14,600 19,500 27, 24,300 19,500 15,800 121,300 
9,700 13,000 18,600 16,200 13,000 10,500 81,000 
38,400 51,300 73,300 63,900 51,300 41,600 319,800 
Combined Stocks and Makeup—Pairs 
Table 4 
Grade A....... 8, 11,600 16,900 14,400 11,600 9,400 72,400 
Grade B....... 13,100 17,400 23,800 21,700 17,900 14,200 108,600 
SS ae 400 30,000 42,500 37,300 30,000 24,300 186,500 
SS eee 14,900 20,000 28,500 24,900 20,000 16,200 124,500 
Grand Total.... 58,900 79,500 111,700 98,300 79,500 64,100 492,000 
Normal Month..... 82,000 
Per Cent of Normal 72%  %% 136% 120% %% 78% 
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Sheet 2 
PRODUCTION BUDGET 


Stock Shoes—Required Deliveries to Stock Dept.—Jan.-June, 1935 


Change Required 
Required in Delivered 


Expected S tock Ist Stock Dur- During 
Month Shipments of Month ing Month Month 
Factory “A” 1 2 3 4 
A Grade “A” 5,600 8,400 2,800 8,400 
ctinegead 7,500 11,200 5,300 12,800 
9,300 13,900 2,700 6,600 
| 7,500 11,200 2,000 5,500 
6,100 9,200 0 6,100 
i Grade “B” Rear 8,500 12,800 4,200 12,700 
11,300 17,000 7,200 18,500 
May 11300 17000 8 100 
9,200 13,800 0 9,200 
Factory “B” 
Grade “C” 14,600 21,800 7,400 22,000 
19,500 29,200 12,300 31,800 
600 41,500 5,000 22,600 
pO errr 24,300 36,500 7,300 17,000 
ee 19,500 29,200 5,500 14,000 
15,800 23,700 0 15,800 
Grade “D” 9,700 14,600 4,900 14,600 
13,000 19,500 8,400 1,400 
18, 27,900 3,600 15,000 
16,200 24,300 4,800 11,400 
ea 13,000 19,500 3700 9,300 
10, 15,800 10,500 


| Explanation Column 1 From Sheet 1—Table 3. 

Column 2 One and one-half times column 1—stock in pairs 
required to cover fluctuations in orders from cus- 
tomers by styles, widths and sizes. 

Column 3 Additions to or subtractions from production re- 
quired to meet shipments to correct basic stock 
| on first of following month. 


Column 4 Sum of Columns 1 and 3. 
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Sheet 3 


PRODUCTION BUDGET 
Required Deliveries by Factories to Customers and Stock Dept. 


Jan.-June, 1935 

Factory “A” 
Table 1 Jan. Feb. Mar. Apr. May June Total 
Makeup Grade A.. 2,900 4,100 5,900 5,100 4,100 3,300 25,400 
Makeup Grade B.. 4,600 6,600 7,700 7,600 6,600 5,000 38,100 
Stock Grade A.... 8400 12,800 8400 6,600 5,500 6,100 47,800 
Stock Grade B.... 12,700 18,500 13,100 9,900 8,100 71,500 

28,600 42,002 35,100 29,200 24,300 23,600 182,800 
Shipping Days .... 22 19 21 21 22 16 
Shipping Capacity.. 33,300 28,800 31,800 31,800 33,300 24,200 
Over or Short..... 4,700 13,200 3,300 OK OK OK 
Table 2 
Over or Short by Grade-Stock 

1,900 5,300 1,300 

Grade B....... 9,800 7,900 2,000 


Surplus Produced in 
November & December 


4,700 
7,100 


Balance of Feb. & Mar. Shortage added to January Deliveries. 


Table 3 
Adjusted Budget of Deliveries 


Makeup Grade A.. 2,900 4,100 5,900 5,100 4,100 3,300 25,400 
Makeup Grade B.. 4,600 6,600 7,700 7,600 6,600 5,000 38,100 
Stock Grade A.... 10,300 7,500 7,100 6.600 5,500 6,100 43,100 
Stock Grade B.... 15,500 10,600 11,100 9,900 8100 9,200 64,400 
33,300 28,800 31,800 29,200 24,300 23,600 171,000 

Normal Months 

Delivery Budget. 28,500 28,500 28,500 28,500 28,500 28,500 
Per Cent Estimate 

of Normal ...... 117% 101% 111% 102% 85% 83% 


Explanation: Table 1 eiate from Sheet 1—Table 1. 
r 


Table 3 Table 1 plus Table 2. 
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Sheet 4 
PRODUCTION BUDGET 


Required Deliveries by Factories to Customers and Stock Dept. 
Jan.-June, 1935 


Factory “B” 

Table 1 Jan. Feb. Mar. Apr. May June Total 
Makeup Grade C.. 7,800 10,500 14,900 13,000 10,500 8500 65,200 
Makeup Grade D.. 5,200 7,000 9,900 8700 7,000 5,700 43,500 
Stock Grade C.... 22,000 31,800 22,600 17,000 14,000 15,800 123,200 
Stock Grade D.... 14,600 21,400 15,000 11,400 9,300 10,500 82,200 


TD cintcrcednrs 49,600 70,700 62,400 50,100 40,800 40,500 314,100 
Shipping Days .... 22 19 21 21 22 16 
Shipping Capacity . 57,700 49,800 55,100 55,100 57,700 42,000 
Over or Short .... 8,100 20,900 7,300 OK OK OK 
Table 2 
Over or Short by Grades—Stock 
4,900 12,500 4,400 
Grade D....... 3,200 8400 2,900 
Surplus Produced in 
November and December 
12,000 
v Grade D....... 8,100 


Balance of Feb. and March Shortage added to January Deliveries. 


A Table 3 
Adjusted Budget of Deliveries 
Makeup Grade C.. 7,800 10,500 14,900 13,000 10,500 8,500 65,200 


Makeup Grade D.. 5,200 7,000 9,900 8700 7,000 5,700 43,500 
Stock Grade C.... 26,900 19,300 18,200 17,000 14,000 15,800 111,200 
Stock Grade D.... 17,800 13,000 12,100 11,400 9,300 10,500 74,100 

Total ...cccccee 57,700 49,800 55,100 50,100 40,800 40,500 294,000 


Normal Month 
Delivery Budget. 49,000 49,000 49,000 49,000 49,000 49,000 


Per Cent Estimate 
of Normal ...... 118% 102% 113% 102% 83% 83% 
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Sheet 5 


PRODUCTION BUDGET 
Expected Factory Production by Grades—Stock and Makeup Combined 


Pairs 
Table 1 
Factory “A” Jan. Feb. Mar. Apr. May June Total 
YD Seer 13,200 11,600 13,000 11,700 9,600 9,400 68,500 
20,100 17,200 18,800 17,500 14,700 14,200 102,500 
ee 33,300 28,800 31,800 29,200 24,300 23,600 171,000 
Table 2 
Factory “B” 
ee 34,700 29,800 33,100 30,000 24,500 24,300 176,400 
| 23,000 20,000 22,000 20,100 16,300 16,200 117,600 
, errr 57,700 49,800 55,100 50,100 40,800 40,500 294,000 
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Sheet 6 
EXPENSE BUDGET 
Manufacturing Expense—Flexible Budget—Jan.-June, 1935 
Factory “A” Factory “B” 
ixed Fixed 
Normal or Normal or 
| Months Vari- Months Vari- 
Item Budget able Budget able 
Budgeted Months Prod...... 28,500 V 49000 V 
Salaries: 
Administrative ............ $850 F $1,080 F 
130 F 217 F 
110 F 174 
160 F 220 F 
1,400 F 1,850 F 
1250 V 1010 V 
Vari- Vari- 
Fuel: Total Fixed able Total Fixed able 
750 $630 $120 790 $640 $150 
500 120 840 690 150 
480 360 120 570 420 150 
260 140 120 290 140 150 
150 120 190 40 150 
150 V 180 V 
Mach. Parts & Repairs..... 600 Vv 826 V 
Repairs to Buildings ....... Vv 80 V 
Freight & Express—Inward. 300 V 1,180 V 
180 V 200 
Blocks & Cutting Boards.... 146 V 18 V 
Telephone & Telegraph .... 10 
Group Insurance ........-- 70 F 70 
Res. Depr. Mach. & Equip... 147 F 120 F 
Res. Depr. Buildings ....... 273 F 0 -F 
Res. Local Tames ....c.ccc00 583 F 560 F 
$ 8,974 $11,133 


Totals Include Average Months Fuel Estimate 
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Sheet 7 


EXPENSE BUDGET 


Selling & Administrative Expense—Flexible Budget—Jan.-June, 1935 


Normal 
Months 
Item Budget 


Budgeted Months Shipments.... 82,000 


Salaries : 
$ 2,550 
170 
790 


Bookkeeping & Accounting.... 760 
General-Billing Stenographic.. 840 


Travel-Executives 800 
Stationery & Office Supply...... 500 
410 
Telephone & Telegraph ........ 265 
Dues & Subscriptions .......... 215 
320 
Credit Agency & Collection Costs 115 
Offices in Other Cities ...... « 475 
Salesmen’s Equipment ......... 20 
100 
300 
125 
Freight & Express Outward.... 275 
Parcel Post & Insurance ...... 60 
Sales Conference ...........++. 175 
50 
Group 60 
30 
Reserve for State Tax ....... 600 

$10,225 


1106 


Percent’s Actual 
hipment in pairs 


82,000 


Y% of Figured Percent- 
Increases only 

of Figured Percent- 
Increases only 


Y% of Figured Percent- 
Increases and Decreases 
Y% of Figured Percent- 
Increases and Decreases 


Figured Percent-Increases 
and Decreases 

Figured Percent-Increases 
and Decreases 


| 


a6 Fixed or 
Variable 
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Sheet 8 
EXPENSE BUDGET 
Advertising Expense Budget—Jan.-June, 1935 


Budget 
Six Months 
4 National Advertising : 
| 
Sales Promotion: 
| Dealer Helps 
Direct Mail Pieces 2,500 
Itinerant Displays “ae 4,800 


Findings—Sold to Retailer—Cost Over Sales ................ 500 4 

Participation : 

Operating Expense: 
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COST FIGURING SHEET 


Upper 


“Vamp & Top 
Tip 


Tongue 


Foxing 


or FD) Color or Fa 


— 


CHANGES 
Deta 
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Sheet 10 
FINANCIAL BUDGET 
Costs—Allowances—Selling Prices, Etc., Per Pair Basis 


Manufacturing Expense: 
Factory “A”: 


Expected Production—Sheet 5; Table 1..... 171,000 Pairs 

Expense Budget—Sheet 6 times 6............ $ 53,844 

Expense Allowance per Pair .............. 315 
Factory “B”: 

Expected Production—Sheet 5; Table 2.... 294,000 Pairs 

Expense Budget—Sheet 6—times 6......... $ 66,798 

Expense Allowance per Pair .............. 227 


Selling and Administrative Expense : 
Combined Factories: 


Expected Sales in Dollars—Sheet 12; Table 1 —— 800 
Expense Budget—Sheet 7 times 6.......... 61,350 
Expense Allowance per Pair—Per Cent of Selling Price 2.97% 


Advertising Expense: 
Combined Factories: 


Expected Sales in $2,061, 
Expense Budget—Sheet 8.................. 
Expense Allowance per Pair—Per Cent of Selling yom 3.93% 
Commissions to Salesmen: 
All Straight Commission—Per Cent of Selling Price.... 5.0% 
Allowances—C ombined : 
Loss on Samples, Bad Debts, Returns, etc., Per Cent 
Table 1 
Weighted Average Costs, etc—From Cost Figuring Sheets, etc. 
Mat. Samples, 
Labor Sell. & Bad Net 
Royalties Mfg. Admin. Debts, Selling 
Grade Etc. Exp. Exp. Adver. Comm. Etc. Profit Price 
$4.10 315 115 527 $5.74 
3.42 143 189 8241 096 406 481 
2.76 227 424116 194 078 3.88 
229 227 095 125 159 2111 3.17 
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Sheet 11 
FINANCIAL BUDGET 


Manufacturing Costs Based on Estimated Production 
Selling Costs Based on Expected Shipments 


Table 1 
Based on Sheets 5 and 10 
Cost of Material, 


Labor, Etc. Jan. Feb. Mar. Apr. May June Total } 
Grate “A* ..... $ 54,000 47,500 53,300 47,900 39,300 38,500 $ 280,500 
—\ 68,700 58,400 64,300 59,800 50,300 48,500 350, 

Se 95,800 82,300 91,400 82,800 67,700 67,100 487,100 
52/800 45,900 50,500 46,200 37,400 37/200 270,000 
WOE scsicnsis $271,300 234,100 259,500 236,700 194,700 191,300 $1,387,600 
Table 2 
a Sheet 6 and Production Percentages on Sheets 3 and 4—Adjusted from 
rts. 
Cost of Manufacturing Expense: | 
9,773 9,159 9,353 8923 8303 8143 53,654 
Factory “B” ...... 12,191 11/521 11,701 11,041 10,201 10,101 66,756 
Table 3 


Based on Sheet 7 and Shipment Percentages on Sheet 1. 
Cost of Selling and Administrative Expense: 
Cembined Factories. $ 10,037 10,204 10,615 10,441 10,204 10,077 $ 61,578 


Table 4 
One Sixth of Total Cost on Sheet 8 to Advertising Reserve. 


Cost of Advertising: 
Combined Factories. $ 13,500 13,500 13,500 13,500 13,500 13,500 $ 81,000 


Table 5 
Based on Table 1—Sheet 12 times 5%. 
Commissions ....... $ 12,300 16,630 23,600 20,550 16,630 13,400 $ 103.110 
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Sheet 12 
FINANCIAL BUDGET 
Sales and Credits for Allowances 


Table 2 
Sales in Dollars—Sheet 1, Table 4 and Sheet 10. 

Labor, Etc. Jan. Feb. Mar. May June Total 
Grade “A” ..... $ 48,900 66,600 97,100 Fey 00 66,600 54,000 $ 415,900 
Grade “B” ..... 63,000 86,100 119,200 104,300 86,100 68,400 527,100 
Grade “CO” .... 86,900 116,500 165,000 144,800 116,500 94,200 723,900 
Grade “D” ..... 47,200 63,400 90,500 79,000 63,400 51,400 394,900 
(re $246,000 332,600 471,800 410,800 332,600 268,000 $2,061,800 

Table 2 


Based on Sheets 5 and 10. 
Credit for Manufacturing Expense—Shoes Produced. 


Factory “A” ...... 10,490 9,070 10,020 9,190 7,650 7,430 4 53,850 
Factory “B” ...... 13,100 11,310 .12,520 11,380 9,280 9,210 66,800 
Table 3 


Based on Table 1, this Sheet and Percentages on Sheet 10. 
Credit for Selling and Administrative Expense and Advertising—Shoes Shipped. 


S & A Expense .... $ 7,310 9,890 14,000 12,200 9,890 7,970 61,260 
Advertising ........ 9,650 13,100 18,550 16,150 13,100 10,530 81,080 
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Sheet 13 
FINANCIAL BUDGET 
Cash Position 
Expected Receipts: 
Dec. Jan. Feb. Mar. Apr. May Total 
Shipments—S 12, T 1 $232,000 246,000 332,600 471,800 410,800 332,600 $2,025,800 
Percent of Collec- 
tions Following Mo. 107 98 75 87 95 120 
Jan. Feb. Mar. Apr. May June Total 
Expected Collections. —— 241,000 = 410,000 390,000 399,000 $1,936,700 
Notes Receivable .. 4,500 3,000 4; 11,500 
$252,700 244,000 252,500 410,000 390,000 399,000 1,948,200 
Expected Disbursements: 
Mat., etc., S 11, T 1.. $271,300 234,100 259,500 236,700 194,700 191,300 $1,387,600 
Mfg. Exp., Fac. A, 

9,773 9,159 9,353 8923 8303 8,143 53,654 
Mfg. Exp. Fac. A, 

S ll, ee 12,191 11,521 11,701 11,041 10,201 10,101 66,756 
S&A Exp., S$ 11,T 3 10,037 10,204 10,615 10,441 10,204 10,077 61,578 
Advertising, S il, T4 13,500 13,500 13,500 13,500 13,500 13,500 81,000 
Comm., S 11, T aie 12,300 16,630 23,600 20,550 16,630 13,400 103,110 
Federal Tax ....... 12,000 12,000 24,000 

ee $329,101 295,114 340,269 301,155 253,538 258,521 $1,777,698 


Months Balance ... $ 76,401 51,114 87,769 108,845 136,462 $140,479 


Cumulative Balance 


Cash on Hd. Jan. Ist $103,000 
Balance End of Mo. 26,599 24,515 112,284 3,439 133,023 $273,502 


Necessary Financing 
Borrow Feb. 10-3 mo. $150,000 
Pay Off May 10th.. $150,000 


Cumulative Balance 
(After Financing) .. $ 26,599 125,485 37,716 146,561 133,023 $273,502 
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Sheet 14 
FINANCIAL BUDGET 
Estimated Monthly Gain or Loss 


Factory “A” —Table 1 
Jan. Feb. Mar. Apr. May June Total 
Fig. Profit on Sales, Grade A $ 4,480 $ $188 $ Her $ a $ $188 $ 4,950 $38,110 


Fig. Profit on Sales, Grade B 5,450 4409, 9,030 440 §=65,900 45,100 
Gain or Loss on Materials. . 650 500 350 0 0 0 1,500 
Gain or Loss on Labor..... 150 10 110 20 100 110 80 
Gain or Loss on Royalty . 90 10 50 20 80 90 0 
Gain or Loss on Mfg. xp. 717 89 667 267 653 713 196 
Purchase Discount ........ 1,119 1,527 2,163 1,870 1,527 1,224 9,430 

TE nucsnscanmescices $12,656 $15,508 $22,130 $18,777 $14,244 $11,161 $94,476 


Factory “B”—Table 2 


Fig. Profit on sales, Grade C $ 7,910 $10,600 $15,000 $13,180 $10,600 $ 8,570 $65,860 
Fig. Profit on Sales,GradeD 3,170 4,2 6,020 5,260 4,220 3,420 26,310 
Gain or Loss on Materials. . 900 750 500 0 0 0 2,150 
Gain or Loss on Labor..... 260 20 190 30 170 190 140 
Gain or Loss on og —_ 170 20 120 20 160 170 0 
Gain or Loss on Mfg. Pp. 909 211 819 339 921 891 44 
Pu 1,341 1,799 2,555 2,238 1,799 1,456 11,188 

TD cncncescsccinsvees $14,660 $17,198 $25,204 $21,067 $15,368 $12,195 $105,692 


Selling, Administrative and Advertising—Table 3 
Gain or Loss on S. and A. 
$ 2,727 $ 314 $ 3,385 $1,759 $ 314$ 2,107 $ 7 


Expenses 
Gain or Loss on Advertising 3,850 400 2,650 400 =—2,970 


$ 6,577 $ 714 $ 8,435 $ 4,409 $ 714 $5,077 $ 238 
General—Table 4 
Gain from Res. (Inven. 
2.058 © 3.000 300. $ o$ o$ 0 6,600 
Interest Received ......... 270 240 0 0 1,500 2,190 
0 1875 0 0 0 0 1,875 
Rent Received ............ 100 100 100 100 290 100 
To Reserve-Federal Taxes.. 3,290 4,665 7,745 6,100 4,000 2,700 28,500 
TOD. cnvsnamecssascees $ 120 $ 2,760 $ 7,105 $ 6,000 $ 3,900 $ 1,100 $20,985 


Grand Total Monthly...... $20,619 $29,232 $48,664 $ 38,253 $ 24,998 $ 17,179 $178,945 


Cumulative Grand Total. .$20,619 $49,851 $98,515 $136,768 $161,766 $178,945 
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